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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-01

Please indicate which customer classes are the target of the proposed Company’s Gas
Commodity Purchasing Practice.

RESPONSE

The change in purchasing practice is intended to benefit all customers. Sales customers will
experience more stable prices, making planning and budgeting easier while customers
evaluating transportation service will have more appropriate and stable pricing information to
help them evaluate their service alternatives.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-02

The Company proposes to purchase up to 50 percent of its annual gas-supply purchase
requirements in advance (Company Filing at 2). Please:

a. Explain why the Company selected the level of 50 percent of its annual supply
requirements and not a greater or less percentage. Is the 50 percent level optimal
for price stabilization?

b. Discuss what the Company means by “up to 50 percent”. Under the Company’s
proposal, is it possible to purchase in advance less than 50 percent of the
Company’s annual supply requirements? If yes, explain how the Company would
determine the optimal amount to purchase in advance.

¢. Indicate whether the purchase up to 50 percent of the Company’s requirements
applies to the annual gas-supply purchase requirements under normal weather
conditions or design weather conditions.

RESPONSE

a. The 50 percent level provides a reasonable balance between purchasing most of
its annual supply (i.e., all supply excluding storage withdrawals), in the current
market and purchasing most of the supply on a forward basis. Prices may drop
significantly during periods when mild weather is prevalent in North America.
Leaving room to purchase supply at market prices during those periods will prove
beneficial. Moreover, when forward purchases are made, they must either be
used or resold, potentially at a loss. In months where there is a substantial shift
between temperatures at the beginning of the month and the end, such as March,
April, October or November, exceptionally warmer than normal weather during
the warmer part of the month can cause even a 50 percent level of forward
purchases to result in unanticipated injections and potential imbalances. Higher
levels of purchases would increase this risk while a purchase level of 50 percent
leaves little risk that the supply will have to be resold at a loss or create a problem
with balancing deliveries and use.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

C.

Also, because the purchases are being made well in advance, there is a risk that
the purchase forecast used to plan the purchases will prove to be too high. This
could be the result of migration to transportation service or because warm weather
caused a lower level of storage withdrawal, thereby reducing the need for supply
for injection. At a 50 percent level of forward purchases, there is room to
accommodate changes in the market.

At the same time, the 50 percent level is sufficient to provide a substantial hedge,
especially for the winter, because the locked-price purchases work in conjunction
with underground storage to provide protection for about two-thirds of customers’
expected use at prices established prior to the start of winter. The combination of
a significant baseload supply and flexible storage supply, used together, provides
significant pricing protection by enhancing the ability to focus the use of storage
on periods of the highest prices. A level below 50 percent would be less
effective.

During the phase in period, the Company could have less than 50 percent
purchased, but 50 percent would be the targeted level. Changes in the forecast
because of customer migration or storage fill requirements could cause results to
vary.

The purchase plan is based on normal weather conditions.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-03

Please indicate additional costs (e.g., operational or administrative) that the Company would
incur when implementing the new Gas Commodity Purchasing Practice. If there are any
additional costs, indicate how the Company plans to recover them.

RESPONSE

There would be no meaningful additional costs. The plan would be implemented in the
normal course of business by the Company’s purchasing staff.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-04

The Company states that it has implemented a similar structure in the Rhode Island service
territory and has been successful in stabilizing rates for customers (Company Filing at 2).
Please:
a. Explain the differences between the structure applied in Rhode Island and the
proposed structure to be applied in Fall River and North Attleboro service
territories.

b. Discuss similarities and differences in the market structure of the three
companies’ service territories. Explain why a purchasing plan successful in
Rhode Island would be successful in Fall River and North Attleboro as well.

RESPONSE

a. The most fundamental difference is that the Rhode Island purchase plan is
structured with an incentive mechanism which is based on the average of the
baseload purchases (mandatory, uniform) as a benchmark to determining the
incentive or penalty to the Company from discretionary purchases. There is
also a minimum level of purchases at fixed pricing including the quantities
available from storage for November and March at 75 percent and for
December, January and February at 80 percent.

At different times the level of baseload forward (mandatory) purchases has
been at 40 percent and 50 percent but was raised to 70 percent in April 2005
(60 percent in the months of April and October). A copy of the approved
purchase program is attached as Attachment DTE-1-04.

b. The markets served in Rhode Island and Massachusetts are very similar.
Many of the largest customers are on transportation service and the vast
majority of the remaining customers are on sales service.

The plan in Rhode Island has succeeded in providing more stable prices to
customers during the last several winters. It has been particularly successful
because it has provided for substantial forward purchasing in a sharply rising



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

price environment. Because it operates at a higher forward purchase
commitment level, a minimum of 70 percent (60 percent in the months of
April and October) versus 50 percent, it will provide greater price stability
than the program proposed for Massachusetts but with the risk that a drop in
prices would cause customers to pay significantly more than they would have
absent the purchasing program. It also runs a greater risk that the high level of
baseload supply may make it necessary to resell excess supply at a loss if
weather is unusually warm in transition months.



Attachment DTE- 1-4

New England Gas Company Schedule GLB-8

Docket No. 3696
September 1, 2005
Page 1 of 1

Gas Procurement and Asset
Management Incentive Plan for NEG

Revised Effective April 7, 2005

1. Objectives

A.

To encourage the New England Gas Company (“NEG” or “Company”) to
achieve lower overall gas commodity costs for its customers; and

To encourage the Company to minimize fixed costs and obtain the
maximum value from its pipeline, storage and supply resources.

II. Structure of the Incentive Plan

A.

The Incentive Plan (“Plan”) has two components
1. A Gas Procurement Incentive Program (“GPIP”); and
2. An Asset Management Incentive Program (“AMIP>).

This Plan became effective June 1, 2003. It will be reviewed with each
gas cost recovery (“GCR”) filing. The Company will file Plan results
semi-annually at the end of January and July. These reports shall include
reporting all Plan activity and results through the end of the month prior to
the filing.

1. Gas Procurement Incentives apply only to discretionary purchases
made on or after June 1, 2003. The first month for which the
incentive will be calculated under the Plan will be November 2003.

2. Beginning in 2005, the AMIP applies to fixed gas supply
expenditures for the 12-months ended June 30th of each year
except for the 2004/2005 year, which will include the period from
November 1, 2004 to June 30, 2005.

Limits on Incentives — Both the GPIP and the AMIP, will be subject to
limits on the magnitude of incentives applicable to the Company in each
fiscal year.
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1. For the Gas Procurement Incentive Program limitations are placed
on the maximum amount of incentives that can be earned or
penalties paid by NEG for each fiscal year. For at least the first
two years of the program (i.e., through June 30, 2005):

a. NEG may not earn more than $1,000,000 in Gas
Procurement Incentives in any fiscal year; and

b. NEG may not be exposed to penalties of more than
$500,000 in any fiscal year.

2. For the AMIP the maximum amount of incentive for the Company
for a one-year period will be $400,000. Since the Rhode Island
Public Utilities Commission (“Commission™) annually reviews and
can exercise control over the amount of fixed gas supply costs
projected for the coming GCR period, no specific penalty structure
is proposed to address unanticipated increases in Asset
Management costs.

The Company will file its forecasted normal weather natural gas purchase
requirements with its annual GCR filing. In addition, whenever the
Company updates its annual forecast of projected purchases at the time of
the annual update or in the event that an adjustment based on migration is
warranted, it will file support for the revised purchase forecast with the
Commission and Division.

I1I. The Gas Procurement Incentive Program

A.

The Company will make purchases of natural gas incorporating the lock of
the NYMEX Henry Hub portion of the variable cost. For any future gas
supply month the Company will make three types of gas purchases:

1. Mandatory Purchases

a. Are defined as mandatory monthly purchases of gas
volumes made in uniform monthly increments. (Mandatory
purchases will vary as the forecast of purchases is updated
periodically.)

b. Will equal 60% of forecasted normal weather gas purchase
requirements for the April and October gas supply months
and 70% of forecasted normal weather gas purchase
requirements for the remaining ten months. Purchases will
be based on the forecast of requirements in place when the
purchases are made.
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c. Will be purchased in uniform monthly increments on a
mandatory basis starting 24 months prior to the month of
delivery and ending 4 months prior to the start of
deliveries.

d. The first purchases made each month will be deemed the
Company’s mandatory purchases up to the amount of the
Company’s uniform monthly purchase requirement unless
such purchases are made under the recommended purchase
guidelines (“RPG”) as defined below.

2. Discretionary Purchases

a. Are defined as the physical volume purchased at least 6
business days prior to the start of the delivery month for
delivery to the system or storage in excess of the
Mandatory Purchase requirements in a month and which, in
aggregate, do not exceed 45% of forecasted normal weather
gas purchase requirements for a given gas supply month.

b. The cost and benefit of any financial hedges will be
included in the calculation of the average unit price.

3. Other Discretionary Purchases Not Subject To Incentives
a. LNG and propane supplies.

b. Supplies that lock in price but are not part of the program
i.e., the Distrigas FCS contract.

C. Purchases made less than 6 business days prior to the
beginning of the month, during the month or under a
contract which does not allow for the locking of the price.

d. Purchases made due to updated levels of forecasted
migration of throughput volumes from transportation
service to sales service.

B. Computation of Gas Procurement Incentives
Gas Procurement Incentives will be determined on the basis of

comparisons of the volume-weighted average cost per dekatherm of
Discretionary Purchases made after June 1, 2003, and the volume
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weighted average cost per dekatherm of mandatory gas purchases made
after June 1, 2003 for the same gas supply month. All comparisons will be
based on the NYMEX portion of the variable cost per dekatherm of the
purchased gas supply.

C. Any purchases made for a future gas supply month, excluding other
Discretionary Purchases not subject to incentives as shown in III.A.3, that
are in excess of the mandatory purchase requirement for the month, will
be deemed discretionary purchases.

D. The timing of discretionary purchases is left solely to the discretion of the
Company. However, beginning in November 2005 the Company will
make sufficient Discretionary Purchases by November 1st of each year,
such that a minimum of 80% of supply needed for December, January and
February and 75% of supply needed for a normal November and March
will be at a fixed or capped price. The fixed and capped supplies will
include all forward purchases, financially based hedges, DOMAC FCS
contract purchases, LNG purchases and storage supplies.

F. After all purchases for forecasted gas requirements for a given gas supply
month are completed, the volume-weighted average cost of Discretionary
Purchases is computed.

1. If the weighted average cost of Discretionary Purchases is less than
that for Mandatory Purchases, NEG earns a positive incentive
equal to 10% of the difference between the weighted average cost
of Discretionary Purchases and the weighted average cost of
Mandatory Purchases in dollars per dekatherm multiplied by the
actual volume of Discretionary Purchases.

2. If the weighted average cost of discretionary purchases is greater
than that for mandatory purchases the Company will be assessed a
penalty (i.e., negative incentive) equal to 10% of the difference in
dollars per dekatherm between the weighted average cost of
Discretionary Purchases and the weighted average cost of
Mandatory Purchases for the same gas supply month multiplied by
the actual volume of Discretionary Purchases.

3. If the weighted average cost of Discretionary Purchases is more
than $0.50 below the weighted average cost of Mandatory
purchases then NEG will receive a Meritorious Performance Bonus
equal to 10% of the difference between the weighted average cost
of Discretionary Purchases and the weighted average cost of
Mandatory Purchases multiplied by the actual volumes of
Discretionary Purchases.
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IV.

The Asset Management Incentive

A.

For each gas supply year during the effective period of this incentive
program, NEG will earn a dollar incentive based on reductions achieved in
fixed gas supply and fixed storage costs from the amounts projected as
accepted by the Commission for each gas supply year. The net effect of
fixed costs recovered from marketers under the capacity assignment
feature of the Company's transportation program will not be counted in the
calculation of the incentive. The calculation will include all fixed costs
associated with gas supply, asset management fees or credits, capacity
release credits and off-system sales margins.

To discourage achievement of fixed costs savings through the
manipulation of gas commodity purchases, the amount of the Asset
Management Incentive shall be dependent upon the Company’s success in
its Gas Procurement activities.

1. If the Company’s actual gas procurement costs at the time of the
Company’s last annual GCR filing are below its projected gas
procurement costs on a dollars per dekatherm basis, then NEG
shall be provided an Asset Management incentive equal to 20% of
the amount by which the sum of the Company’s actual fixed gas
supply costs and fixed storage costs are below the projected fixed
gas supply and fixed storage costs accepted by the Commission for
the gas supply year.

2. If the Company’s actual gas procurement costs at the time of the
Company’s last annual GCR filing are above its projected gas
procurement costs on a dollars per dekatherm basis, then NEG
shall be provided an Asset Management incentive equal 10% of the
amount by which the sum of the Company’s actual fixed gas
supply costs and fixed storage costs are below the projected fixed
gas supply and fixed storage costs accepted by the Commission for
the gas supply year.
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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-05

The Company states that it would begin locking in purchases of supply starting two years
prior to the month of delivery and ending four months prior to the month of delivery (see
page 2 of the company’s filing). Please:

a.

Explain why the Company chose two years and not another period of time (i.e.,
one or three years), and

Explain why the purchases will end four months prior to the month of delivery
and not a different period (i.e., less than four months or more then four months).

RESPONSE

a.

The Company’s experience over the last several years has demonstrated better
results for purchases beyond 1 year. Under current market conditions, the
Company can make forward purchases at a lower price for April 2008 than
April 2007.

There are two issues which arise relating to purchasing gas for periods of longer
than two years. First, market liquidity is much lower, thereby reducing the
number of potential suppliers and the bid/asked spread is higher, potentially
resulting in higher cost. Second, the market may change if new LNG terminals
are permitted and new record levels of drilling are set. The Company believes
that purchasing gas for a locked-in two year period is reasonable.

During the first three years of the Rhode Island program, the Company had
previously ended purchases two months prior to the month of delivery. The
Company concluded based on that experience that a four month period is better
because it reduces the effect of shorter term disruptions from unusually cold
winter weather, unusually hot summer, hurricanes, etc. There is a strong tendency
for weather to revert to the mean (i.e., climatology) within a two to three month
period and for prices to follow after a lag.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-06

Please discuss whether the purchase of 1/20™ (L.e., five percent) per month of the projected
gas requirements would be a fixed proportion. Please indicate what circumstances, if any, in
which the Company could alter the proportion of five percent.

RESPONSE

Once the program reached full implementation, the five percent level would not be changed
without review by the Department.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-07

The Company proposes to implement an expanded proportion of locked-in purchases for
earlier months in order to achieve the benefits of the plan on an expedited basis by
purchasing at a rate higher than the five percent level so that the level of supply locked in
starting in July 2006 would reach the 50 percent level. Please:

a. Explain why the Company selected the date July 2006.
b. Discuss when the Company would come back to the systematic purchasing plan
of five percent per month.
RESPONSE

a. The Company would prefer to have a significant amount of purchasing completed
before the coming hurricane and air conditioning seasons reach their peak.

b. The initial expanded proportional purchases would be completed by July 31, 2006
so that, from that point forward, the purchases made would be at the proposed
5 percent per month level.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-08

Please refer to the Company Filing at 1. Explain why the Company procures much of the
remainder of the gas supply required to meet customer needs based on a “first-of-the-month”
or “spot” basis throughout the peak season.

RESPONSE

Currently, with the exception of stored supply, the Company procures its supply at market
prices at the time of delivery. It purchases baseload supplies at a monthly index, often
referred to as the first-of-the-month prices, and daily supply at published daily index prices.
Purchasing supply in this manner causes the commodity gas costs of the Company to be
based on identifiable and verifiable market prices.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-09

Please indicate the percentage of the Company’s total annual gas requirements that is made
of non-storage supplies. If the Company purchased 50 percent of its (non-storage) annual
gas-supply requirements in advance, what percentage of the total annual gas-supply would
this represent? Explain how the Company purchases its storage gas supplies.

RESPONSE

Under the Plan, the Company will purchase 50 percent of the gas supplies to fill storage on a
forward basis. This will cause the supply in storage to be priced at a blend of current and
forward purchases. Therefore, as a result of the fact that the Company’s storage gas supply is
purchased as a component of the Plan to meet its total annual gas requirements, determining
an annual total for non-storage supply purchases is not practical. However, when
determining the percentages to be used for the winter heating season, the combination of
storage withdrawals and 50 percent advanced purchasing provides for the ability to protect
about two-thirds, or 66.1 percent of total winter normal weather requirements from
substantial price increases.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-10

Please explain the Company’s position that its customers prefer price stabilization to least
cost supply.

RESPONSE

Respectfully, the Company did not state in its January 3, 2006 Filing (“Filing™) that its
customers prefer price stabilization to least cost supply. It has not conducted any surveys or
market-based polling to be able to confirm or deny such an assertion. However, the F iling
states that over the last few years gas customers throughout New England have experienced
substantial fluctuations and increases in rates, frequently at the height of the winter heating
season, and that recent experience and industry literature indicate that the volatility of the
wholesale natural gas market will not be relieved anytime soon (Filing at 1).

Further, the proposed purchasing plan would achieve the goal of stabilizing gas costs for
customers through the implementation of a program that involves systematic purchasing of a
portion of the winter gas supply over a 24-month period through a forward purchasing
strategy. As noted in the Filing, the Company has had this same approach in place in Rhode
Island for several years and, over that time, customers have experienced price increases as a
result of price volatility in the wholesale gas markets, but to a far lesser degree than
customers in Massachusetts.

It is not clear that price stabilization and least cost supply are separate distinct choices. If
least cost is defined as buying at the current market price at the time of delivery, there is no
data to support the concept that such a price is least cost. If the events that cause market
prices to change rapidly are random and therefore, not subject to prediction, prices
established over time should be comparable over the long run but more stable. If one
assumes that prices are subject to a floor defined by the finding, development and production
costs, but may spike dramatically to balance supply and demand during peak demand
conditions, it may be that buying over longer periods may result in lower costs than buying at
market.

Under either the current program or the price stabilization program the Company will
purchase supply from the lowest cost supply options available. That is, if gas is generally



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

available at lower prices in South Texas the Company will lock South Texas supply first and
will achieve a lower price by relying on the final basis, the difference between the published
price for the location and the actual NYMEX closing price for month, to determine the
overall price. The Company will pursue the same least cost oriented buying strategy it does
today, only it will be doing so at different points in time for a portion of each month’s
requirements at the time it makes the purchases.




COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-11

Please submit a copy of the information request responses that have been submitted to the
Rhode Island Public Utilities Commission in the Company’s annual Gas Cost recovery
Filing, Docket No. 3696.

RESPONSE

The information request and responses in Docket No. 3696 related to the Gas Purchasing
Incentive Program are attached as Attachment DTE-1-11.



Requestor:
Respondent:

Issue Date:

Attachment DTE. 1. 1

New England Gas Company
‘Pocket-No. 3696-

Data Request and Response

Commission
Gary L. Beland

September 22 2005

Q. COMM 1-01

A, COMM 1-01

Provide one-page summaries of the Gas Purchasing
Program as of the end of August, the end of September, and
the end of October {when availabie}). This summary shouid
be in the format presented at GLB-4

Attached are the reports for August and September. in addition
a revised July 31% report has been included. The revision to the
July 31% report is to update the “Monthly Forecasted Volume” to
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission
Respondent: Gary L. Beland
Issue Date: September 22, 2005

Q. COMM 1-02 Provide a calculation of the monthly average commodity
' cost of gas delivered to the Company’s city gate for each
month of 2005 (as available to date).

A, COMM 1-02 Please refer to the attached chart.
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission
Respondent: Peter C. Czekanski
Issue Date: September 22, 2005

Q. COMM 1-03 The Company has estimated a net penalty under the Gas
Purchasing Plan of approximately $127,200. Has the
Company refiected a credit to ratepayers in the GCR filing
for this penalty? '

A COMM 1-03 No. The estimated net penalty under the Gas Purchasing Plan
has not been reflected in the GCR filing. Consistent with the
procedure established last year, upon Commission approval of
the Company’s Gas Procurament and Assat Managesmant
incentives/penalties, the Company will reflect the results in the

Company’s deferred gas

i — fastysarsapproved s
on Schedule PCC-2, Scheduile 1, page 1 as a line item eniry in
the Variable Supply Cost category and the Asset Management
incentive in the Storage Fixed category.
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission
Respondent: Gary L. Beland
Issue Date: September 22, 2005

Q. COMM 1-08 Under the Gas Purchasing Plan approved in April, § Il D
requires the Company to secure certain levels of winter
supply by November 1 through a combination of forward
purchases, hedges, storage, LNG or its Domac FSC

- contract.

If the Company makes the required 70% or 60% mandatory
purchase levels for the winter months, does § i} D require
any discretionary purchases to be made? [Assume normal
storage ievels and LNG jeveis are filied for the winter.

T ATTTCOMMI08 No. When combined with storage, the mandatory purchase
: required by the Plan are sufficient to meet the minimum
requirements.
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission

Respondent: Gary L. Beland

Issue Date: September 22, 2005

Q. COMM 1-10 As this is the initial period under the new requirements of §
Il D of the Gas Purchasing Plan and the Plan changes were
made in April, will the Company meet the §HID
requirements for November 1, 20057

A. COMM 1-10 The projected November 1t pufchases and storage is sufficient

to meet the § Il D requirements for November, December and
January of 75%, 80% and 80% respectively. Februaryis
projected at 76.8%, slightly beiow the 80% requirement while

March is projected at 63.4%, 11.6% below the 75% required.

The levels in February and March are below the requirement for
two reasons. First, the Company has not made all of the
purchases necessary to bring the level of mandatory purchases
to the levels approved in the April 7, 2005 Plan. The Company,
in consultation with the Division, made all of the purchases for
the summer and most for the early winter but left some of the
later purchases to be phased in over time. Second, since late
August, the Company has, in consultation with the Division and
Commission, refrained from buying at the exceptionally high
prices caused by Hurricanes Katrina and Rita. See, October 5,
2005 letter from Gary L. Beland to RIPUC, attached. The
supplies not purchased have been primarily for February and
March of 20086.
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October 5, 2005 00 UbF -8 2 = 3 New England Gas Company
Ms. Luly Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, R1 02888

Re: Docket No. 3436, Gas Purchasing Incentive Plan

Dear Ms. Massaro:

In light of the drastic upward trending of the natural gas market as 5 result of
Hurricanes Katrina and Rita, the New England Gas Company (“Company”) has consulted
with the Division of Public Utilities and Carriers (“Division”) regarding the feasibility of
foregoing certain mandatory purchases in the month of August for the months of J anuary,
February, and December 2006, and in September for the months of February and March
2006. Given the drastic post-hurricane increase in market prices, both the Company and
the Division are of the opinion that making purchases at this time would be Imprudent
and excessively costly for ratepayers. Therefore, the Company will make up these

purchases when the short-term effects of the ‘hurricane have abated and market condit; ons
are more reasonable.

The Company wishes to emphasize that its supply outlook for this winter remains

strong, and that for this winter, not includin {-ompanyhasalready-lotked=—

T17vior December, 67% for January, 62% for February, and 54% for March. Given the
markel’s reactionary turn following the hurricanes, this decision should in no way
detrimentally impact the Company’s winter portfolio.

Thank you for your attention to this filing. If you have any questions relative to
the issues raised in this letter, please contact me direct] y at (401) 574-2223,

s

Sincerely,

Gary L. Beland
Director, Gas Supply

Ce: Steve Scialabba, Division
Tom Massaro, Commission
Bruce Oljver

et T e




New England Gas Company
-Docket No. 3696.

Data Request and Response

Requestor: Commission

Respondent: Peter Czekanski

Issue Date: October 4, 2005

Q. COMM 2-01 in Order No. 16909, the Commission noted NEGas’
estimation that the gas cost “undercollection was
approximately $35 million by the end of March 2001”, what
was the total revenues, distribution and gas costs, for
ProvGas and Valley Gas at that time?

A COMM 2-01 The Company has been unable to readily identify the total

revenues, distribution and gas costs for the combined ProvGas
and Valley Gas at the end of March 2001. However, as reflected
in the Company’s annual financial repott, for the twelve months
ended December 31, 2001, the total gas operating revenuss

were $321 O§3,§§L§D_CLTQLa1F)y_LQQa§edhg§_ osts-were

$180,637,764

v

It is important to note that the $35 million undercollection at the
end of March 2001 was the result of significant increases in gas
costs from December 2000 through March 2001. At the time of
the Company’s September 2000 gas cost filings, the deferred
gas cost balance at'the end of March 2001 was projected to be
$13 million and by the end of June 2002, iess than $2 million
(the September 2000 filing was for the October 2000 through
June 2002 period).
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission

Respondent: “Gary Beland

Issue Date: October 4, 2005

Q. COMM 2-07 Can NEGas compare its recent performance under its gas
purchasing plan to the recent performance of any other gas
purchasing plan, which utilizes financial hedging?

A, COMM 2-07 One gas purchasing plan or planning tool we arevfamiiiar

with is Planalytics Energy's Gas Buyer client service. in
a recent advertisement for the service (attached) they
show results of $7.58 per dekatherm for September
2005, §7.21 for August 2005 and $6.50 for July 2005,
The Company’s results for the same months is
September at $6.41, August at $6.22 and July at $6.10,

averaging 12% lower than Rlanalytics- We-have-no—

detailed information available for any other plan or
program which we could use to perform an accurate
comparison with the Gas Purchase Incentive Plan.

noncsnandi 369 - gor nov 2005wate requestwciober <. 2005comn, Z-07 .ao:



Page 2 of

=
LN

Clients using the GasBuyer's fully hedged methodology achieved an
average cost of:

September 2005
$7.58 o nivipee

2 %o lower than the NYMEX settiement price of $10.14
July 2005 | August 2005
' .»5 perMMBtu | $ 7¢21 per MMiBtu

- 9% lower than the NYMEX | 3% lower than the NYMEX | ]
setflornent price of $7.45 | seiflement price of §7 45

Planaiytics® GasBuyers™ helps utiiios proactively and prudently manage natural aas costs
and price risk in an increasingty complex and volatite market.

We invite you to léarn more about the GasBuyer and how it could become a key part of

your risk management or hedging program by scheduling a 45-minute Webcast at a time
that is convenient for you. Please contact Dave Frieberg at 610.407.2905 or via ernail
at dfriebera@planalvtics.com for more information or to reserve a Webcast date.

The GasBuyer is a price analysis and decision support tool used by companies purchasing or
hedging natural gas. The tool provides a year-ahead view of the market that identifies when gas
is undervalued and when it is overvalued based on a combination of key fundamental, technical
and market analysis along with proprietary long-range climate forecasts.

Copyright 2005 Planalytics, inc. AlJ Rights Reserved.

FLAMALYTICHE - 1505 MORRIS DRIVE « BUITE 207

- WAYNE, PA 19087 « HO0.BEZ S - ei?éﬁw&?mf;ﬁﬁﬁ:é‘mﬁéﬁ;

© 2005 Planalytics, Inc. All Rights Reserved. Proprietary and Canfidential
1325 Morris Drive, Suite 201, Wayne, PA 19087 USA

Fleg
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New England Gas Company
Docket No. 3696

Data Request and Response

Requestor: Commission
Respondent: Gary Beland
Issue Date; October 17, 2005

Q. COMM 3-06 Provide one-page summaries of the Gas Purchasing Program
as of the end of Aprii and the end of May. This summary
should be in the format presented at GLB-4.

A. COMM 3-06 Please refer to the attached.
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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

FIRST SET OF INFORMATION REQUESTS OF
THE DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY
TO NEW ENGLAND GAS COMPANY
D.T.E. 06-3

Dated: March 10, 2006
Respondent: Gary L. Beland

INFORMATION REQUEST DTE 1-12

Please discuss any potential downside to the proposed purchasing plan, and the steps the
Company has put in place to address them.

RESPONSE

The possible downside to the program is that prices of forward purchases under the program
may turn out to be above the prices of gas the Company would have bought under its existing
purchase approach. The use of a strategy that calls for a 50/50 split between buying at
market prices at the time of delivery and pre-buying supply over an extended horizon
balances the exposure to high prices at the time of use with the potential that forward pricing
may prove to be higher than prices at the time of use and limits the potential for the pre-
bought purchases to cause prices to be significantly higher.




